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In this study we clarified that Absorptive Capacity and Innovation

Capability were deeply involved in the creation of new products and services in SMEs. Regarding the
former, three elements in Absorptive Capacity, namely, the recognition of new value, the acquisition
of new information and technology from the outside firms, the assimilation of the acquired
information into a state where it can be used by fusing it with the in-house technology, are closely

related the creation of new products and services.
As for the latter, it is important to improve the in-house innovation capability by R & D in which
employees can be actively involved, and by utilizing R & D activities and ICT intended to link
technology and product development within the company.
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-0.00384 0.02568 -0.15 0.881 -0.07374 0.03016 -2.44 | 0.018**
0.04920 0.01634 3.01 0.003*** 0.06751 0.01869 3.61 | 0.001***
0.00549 0.02677 0.21 0.838 -0.10386 0.03691 -2.81 | 0.007***
0.01285 0.02929 0.44 0.662 -0.02167 0.03767 -0.58 | 0.567
0.01785 0.02843 0.63 0.532 -0.02186 0.03313 -0.66 | 0.512
R&D 0.13136 0.06072 2.16 | 0.035**
(Latent
Valuables)
R&D 0.27088 0.08466 3.20 | 0.002***
(Latent
Valuables)
ICT 0.13713 0.06670 2.06 | 0.044**
(Latent
Valuables)
0.09338 0.05095 1.83 | 0.072*
0.20579 0.07487 2.75 | 0.008***
3 0.01440 0.01310 1.10 | 0.276
_cons -0.18750 0.31081 -0.60 0.548 1.10413 0.52886 2.09 | 0.041
0.39751 0.45743
sigma_u
0.33974 0.27809
sigma_e
R-sq: within = 0.1279 within = 0.3257
between = 0.1893 between = 0.3071
overall = 0.1752 Prob > F = 0.0001 overall = 0.3486 Prob > F = 0.0001

F test that all u_i=0: F(119, 102) = 2.25

F test that all u_i=0:

F(105, 57) = 2.63
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